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Board of Commissioners
Jackson Parish Hospital
Jopesbeoro, Louvisiana

We have audited the financial statements of Jackson Parish Hosplitel, Service District No, 1, dba
Jackson Parish Hespital ![Hospital), a component unit of the Jackscn Parish Police Jury, State of
Lonisiana, as of September 3C, 2010 and 20092, and the .years then ended. These firnancial
statements are the respensibility of the Hospital's management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We copnducted our audit in accordance with cenerally accepted auditing standards of the United
States and Sovernment Auditirg Standards, issuecd by the Comptroller Seneral of the United
States. Those standards reqguire that we plan and perform the audit t¢ obtain reasonable
assurance about whether the financial statements are free o0X material misstatements. BAn audit
includes examining, on & test basis, evidernce supparting the acesunting prinsiples usged and
significant estimates made by management, as well as evaluaiing the overall financial statemrent
presentatica. We believe that our audit provides 2 reasenable basis for our opirien.

In our ooinion, based on our audit, the comoponent unit financial statements referred to above
preosent fairly, in all material respects, the financial position of Jackson Parish Hospital, a
corponent unit of the Cackson Parish Police Jury, State of Loulsiana, at September 38, 2010 and
2009, and the changes in financial position and its cash flows for the ysars thern ended in
conformity with genezrally accepted accounting principles. -

In accordance with Government Auditing Standards, we have alse issued our report dated March 29,
2011, orn our consideration of the Bospital's internal contrel over financial reporting and on
cur tests of its compliance with certain provisiens of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scocpe of our
tosting of intermal control over finanscial reporting and compliance and the results of that
“e3ting, and not to provide an opinion on the interanal control owver financlal reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Aud:ting 8-andards and should be considered in assessing the results of our audit.

fur audit was made for the purpose of fcrming am opinion on the basic fipencial statements taken
as = whole. The supplementary information included in Schedules 1 thzough 5 is presented fox
pucposes of additional anzlysis and is pot a required part of the basic financial statements.
Such informaticn has been subjected tc the auditing procedures applied in the audit of the basic
Financial statements and, in our opinion, is fairly stated in all material respects in relation
to the basic financial statements taken 28 a whole.

Jackson Parish Hospital has not presented Management's Discussion and Analysis that the
Goverrmental Accounting Standards Eozrd has determined is necessary to supplement, altheugh not

required to be a part 9f, the basic financial statements,

LAKGLINAISEIBROUSSARD & KCORILEN3

Certified Public Accountants

March 29, 2011

2419 Veterans Memoricl Drive = PO, Box 1123 « Abbeville, Louisiania 70511-1123 » Teiephone (337) 893-6232 « Fax (337) 893-6249




JACKSON PARTISH HOSPITAL

BALANCE SHEET

ASSETS 2010 2008
CURRENTI ASSETS:

Cash and cash eguivalents 5 281, 045 $ £20,602
Accounts receivables, less allowance for doubtful

accounts of $3,016,217 in 2010 and $4,069,914 in 2009 2,428,740 2,557,439
Other LKeoceivables 1,053,684 302,860
Inventories . 474,248 530, 648
Prepaid expenses 63,011 40,611

Total Current Assets . 4,300,728 3,852, 260

ASSETS WHOSE USE IS LIMITED:

Internally desigrated for capital acguisitions 5,182 5,204
By bond indenture 762,864 7,044
Totel gsse:cs whose use ig limited 768, DBE 12,148

PROFERTY, PLANT AND EQUIFMEMNT:

Property, plart and equipment, cost 9,364,482 8,841,837
Less accumulated depreciaticn {5,5855,822) (5,£94,121)
Total Property and Iguipment 3,408, 660 3,347,716

OTHER ASSETS:

Bond issue cost [net) 12,24¢ 13,746
12,24€ 13,746
TOTAL ASSETS ' 5 8,489,700 S 7,225,870




JACKSON PARISH HOSPITAL

STATEMENT A

SEPTEMBER 30,

LIABILITIES AND NET ASSETS:

CURRENT LIABILITIES
Current portion of long-term debt
Credit balances
Accounts payable
Accrued salaries and related withholdings
Interest payable

Total Current Liabilities
LONG-TERM LIABILITIES:
Long-Term Depbt:
General Obligation issue 2008
Total Long-Term Liabilities
TOTAL LIABILITIES
NET ASSETS
Invested in Capital Net of Related Debt
Restricted: Debt Service
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

2010 2005
E 242,000 $ 232,000
40,060 34,586
443,717 287,668
658,451 608,816
16,538 7.140
1,400,766 1,170,210
2,026,000 1,075,000
2,026,000 1,075, 00C
3,426,766 2,245,210
3,408,658 3,347,717
768,065 12,147
886,210 1,620,796
5,062,934 4,980, 660
3 08,483,700 $§ 7,225,870

The accompanying notes are an integral part of these financial statements
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JACKSON PARISH HOSPITAL

STATEMENT B
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS YEAR ENDED
2010 20089
OPERATING REVENUES:
Net patient service revenues 12,144,697 13,306,431
Other operating revenue 3,215,991 2,480,861
Total Operating Revenues 15,364,689 15,787,292
OPERATING EXPENSES:
Professional services 9,081,491 8,898,996
Ceneral and administrative 4,559,329 4,104,819
Depreciation and amortization 4€3,201 354,178
Provision for doubtful accounts 2,986,087 4,266,786
Total Operating Expenses 17,130,108 17,624,775

INCOME (LOSS) FROM OPERATICNS

NON-OPERATING REVENUES (EXFENSES):
Interest income
Interest expense
Rent payments
Grant inceme
Ad valorem taxes

Total Non-Cperatirg Revenues
CHANGE IN NET ASSETS
TOTAL NET ASSETS, BEGINNING

TOTAL NET ASSETS, ENDING

(1,765,419

[(1,B837,487)

1,150 4,617
{93, 625) {19, 932)
145, 637 1,255,024
1,794,531 i,454,94¢
1,847,693 2,694, 655

82,274 857,168
4, 980, 660 4,123,492
5,062, 934 4,980, 660

The accempanying notes are an integral part of these firancial statements
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JACKSON PARISH HOSPITAL

STATEMENT C

STATEMENT OF CASH FLOWS YEAR ENDED SEPTEMBER 30,
. 2010 2009
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from patients $ 14,748,132 & 1,021,359
Cash payments to suppliers for goods and services (8,775,294) {10,957, 664)
Cash payments to employees for services (6,642, 5286) [6,253,08%9)
Net Zash Flow from Operating Activities {1,669,6838) (1,189,394}

CASH FLCWS FROM NON CAPITAL FINANCING ACTIVITIES:

BAd valoprem zaxes 1,794,531 1,454,947
Grant income 145, 637 1,255,027
Net Cash Provided by Investing Activities 1,940,168 2,709,574

CASH FLOW FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Purcrase of fixed assets {522,644) {2,464,140)
Proceeds from long term debt 1,193,000 1,307,000
Principal payments on long-term debt (232,000} {330,000)
Interest payments on long-ierm debt {93,625) {19,937)

Net Cash Used in Capital and Related Financing Activities 344,731 $1,507,077)

CASH FLOWS FRCM INVESTING ACTIVITIES:

Interest inceme 1,150 - 4,617
Net CZash Provided by Financing Activities 1,150 4,617
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS €16, 361 18,120

CASH AND CASH EQUIVALENTS BEGINNING OF YEAR, INCLUDING $5,104 aND
$5,015 LIMITED AS TC USE FOR 2010 AND 2009, RESPECTIVELY 432,750 414,630

CASH AND CASH EQUIVALENTS AT END OF YEAR INCLUDING $768,066 AND
512,148 LIMITED AS TO USE FOR 2010 AND 2009, RESPECTIVELY 5 1,042,111 5 432,750

CASH FLOWS FROM OPERATING ACTIVITIES:

Operating TIncome $ (1,765,429} $ (1,837,487)
Adjustments to reconcile aperating income to net cash

provided by opsrating activitles:

Depreciation and ameortization 463,201 354,178
Provision for douktful acsounts 2.985,093 4,266,786
* Tncrease in receivabies and due from third parties (3,602,644) (4,032,718}
Decrease [Increase) in inventories and prepaid expenaes 34,C00 (33,374)
Increase in zccounts payab_e/accrued expenses 215,081 93,227
NET CASH PROVIDED BY OPERATING ACTIVITIES $ (1,669,68B) $  {1,189,394)

The accompanying notes are an integral part of these financial statements.

- 5 -
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JACKSON PARISH HOSPITAT,

NOTES T0 FINANCIAL STATEMENTS SEPTEMEER 30, 2010 and 2005

NOTE 1: DESCRIPTION CF REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Reporting Entity. Jackson Parish Hospital Service District No. 1 (the Hospital) was
created in 1950, by the Parish Government oZ Jackson Parish, Louisiana to operate,.
contrel, and manage matters concerning the parish's health care functions. The
Jackson Parish Police Jury appoints the Board of Commissioners of the Hospital, and
the Hospital may not issue debt without the Parish's approval. For this reason, the
Hospital is consicered to be a component unit of the Jackson Parish Government,

Jackson Parish, Lounisiana.

Basis of accounting. The accompanying basic financlzl stazements of the Eespital have
been prepared in conformity with generally accepted accounting principles (GAAP) in
the United States of America as applicable to governmental entities. The Governmental
Accounting Standards Board (GAS3) is the accepted standard-setting body for
establishing governmental acceunting ard financial reperting principles. In June
1859, the GASB unanimonsly approved Statement No. 34, Basic Financial Statements and
Management’s Discussion and Analysis for State and Local Governments. GASB 34
established standards for external financial reportirg for all state and local
governmental entities, which inciuded a balance sheet or statement of net assets, a
statement of revenues, expendltures and changes in net assets, and a statement of cash
flows utilizing the direct method of presentation. The Statement requires the
classification of net assets into four compenents - iavested in capital assets, net of
related dept; restricted expendaile net assets; restricted nonexpendable net assets '
anc unrestricted net assets. Net assets invested in capital assets net of relatcd
debt consist of capital assets net of acoumulated depreciation and reduced by the
cuarrent balances of any ouctstanding borrowings tsed to finance the purchase or
construction of those assets. Restricted expendable net assets are non-capital net
assets that must be used for a particular purpose, as specified by creditors,

grantors, or contributors external to the Hospital. Restricted nonexpendable net
agsets equal the principal portion of permanent endowments. Unrestricted net assets
are yemaining net assets that do not meet the definition of invested in capital assets
net of related debt or restricted. These and other changes are reflected in the
accempanying basic financial statements {including the rotes to the financial

statements).

Use of estimates. The preparation of financial statements in conformity with
generally sccepted accounting principles reguires management to make estimates and
assumptions that affect the reported amcunts of assets and liabilities and disclosure
of contingent assets ard liabilities at the date of the financial statements and the
reported amcunts of revenues and expenses during the reporting period. Actual results
cpuld differ from those estimates.

Proprietary fund accounting. The Hospital utilizes the proprietary fund method of
accounting whereby revenue and expenses are recognized on the accrual basis.
Substantially all revenues and expenses are subject to accrual.

Inventories. Inventories of drugs and supplies are stated at the lower of cost
(first-in, first-out) or marxet.

Property, Plant and Equipment. Froperty and equipment acquisitions are recorded at
cost. Depreciation is provided over the estimated useful life of each class of
depreciable asset and is computed using the straight-line method. Equipment under
capital lease pbligations is amortized on the straight-line method over the shorter
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JACKSON PARTSH HOSPITAT

NOTES TO FINANCIAT, STATEMENTS SEPTEMBER 30, 201C and 2005

NOTE l: DESCRIPTION OF REPCRTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont)

period of the lease term or the estimated useful life of the equipment. Such
amortization is included in depreciation and amortization in the financial statements.
Interest cost incurred on borrowed funds during the period of construction of capital
assets is capitalized as a component of the cost of acquiring those assets.

Gifts of long-lived assets such as land, buildings, or eguipment are reported as
unrestricted support, and are excluded from the excess of revenues cver expenses,
unless explicit doner stipulaticns specify how the donated assets must be used. Giftsg
of long-lived assets with explicit restrictions that specify now the assets are to bhe
used and gifts of cash or other assets that must be used to acguire long~lived assets
are reported as restricted support. Absent exXplicit donor stipulations about how long
those lcng-lived assets must be mainzained, expiratipons of donor restrictions are
reported when the donated or acquired long-lived assets are placed in service.

Grants and donations. Revenues from grants and donaticns (including capical
contributions of assets) are recocnized wher all eligibility requirements, including
time reguirements, are met. Grants and donations may ke restricted for either
specific operating purposes or for capital purposes. Amounts that are unrestricted or
that are restricted to a specific purpose are reported as nonoperating revenues.
Emounts restricted to capiteal acquisitions are reported after ron-operating revenues

znd expense,

Operating revenues and expenses. The Hosplial's statements of revenues, expenses and
chaages in net assets distinguishes between operating and non-operating revenuss and
expenses. Operating revenues result from exchanges transactions associated with
providing health care services, the Hospital’'s principal activity. Non—exchange
revenues, including taxes, grants and contributions received for purposes other Zhan
capital asset acquisition, are reportec as non—-operating revenues. Operating expenses
are &ll expenses incurred to provide hezlth care services, other than firancing costs, -

Income taxes. The Hospital is a political subdivision and exMempt from taxes.
Advertising., The Hospital expenses advertising cost as incuarred.

Costs of borrowing. Excopt for capital assets acquired through gifts, contributions,
or capital grants, interest cost on borrowed funds during the period of construction
of capital assets is capitalized as a compcnent of the cost of acguiring Lhose assets.
None of the Hospital’s interest cost was capitalized in either fiscal year ended
September 30, 2010 or 20009.

Cash and cash equivalents. Cash includes amcunts ir demand deposits, interest-
bearing demand deposits, and time deposits. Cash egquivalents include amounts in time
deposits and these investments with original maturities of 20 days or less. CUnder
state law, the Hospital may deposit funds in demand deposits, interest-bearing demand
deposits, or Lime deposits with state banks organized under Louisiana law or any other
state of the United States, or under the laws of Zne United States.

Trade receivables and allowance for uncoellectible acccunts. Trade receivables are
carried at the original billed amcunt less an estimate made for uncoXlectible
accounts based on a review ¢ all outstanding amounts on a monthly basis. Management
determires the allowance for uncollectible accounts by identifying troubled accounts



JACKSCON PARISH HOSPITAT,

NOTES TC FINAWNCIAT, STATEMENTS SEPTEMBER 30, 2010 and 2009

NOTE 1: DESCRIPTION OF REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES {cont)

anc by using historical experlences applied to an aging cf accounts. Trade
receivables are written off when deemed unceollectible. Recoveries of trade
receivables previously written off are recorded when received.

Advalorem Taxes. 'The Hospital’s property tax is lsvied ky the parish on the taxable
real property in the district in late October of each ysar. Bills are sert out in

_ November of each year, and becomes a lien the follewing March. The cecllection pericc
for the Hospital's property taxes is from December (at which time they become
delingquent) to the succeeding May. The Hospital received approximately 10.4 percent
in 2010, and 7.9 percent in 2009, of its firancial support from ad valorem taxes.

Risk Management. The Hospital is exposed to vazious risks of loss from torts; theft
of, damage to, and destruction of assets; business interruption; errors and omissions;
enployee injuries and illnesses; natural disasters; medical malpractice; and emgloyee
health, dental, and accident benefits. Cormercial insurance coverage is purchased for
claims arising from such mat:iers.

Restricted resources. When the Hospital has both restricted and unrestricted
resoireeg available to finmance a particular program, Lt is the Hospital’s peolicy to
use restricted resources beZore unrestricted resources.

Environmental matters. Duz to the nature of the Hospital’s cperations, materials
handled cculd lead to envircnmental concerns. However, at the time, management is noct
aware of any environmental matters which need to be considered.

Reclassifications. To be ceonsistent with current year classifications, some items
frocw the previous year have been reclassified with no eifect on net assets.

Accounting Standards. Pursuant to Governmental Accounting Standarcs Board {GRSB}
Statement No. 20, Accouniing and Financial Reporting for Proprietary Funds and Other
Governpental FEntities That Use Proprietary Fund Accounting, the Hospital has elected
to apply the provisions of all relevant pronouncements of the Financial Accounting
Standards Board (FASR), including those issued af:ier November 30, 1983, that do not
conflict with or ccntradict GASB pronouncements.

Invegtments in debt and equity securities. Investments in debt and equity securities
are ecarried at fair value except for investments in debt securities with maturities of
less than onc year at the time of purchase. These investmenis are reported at
amortized cost, which approximates fair value. Interest, dividends, and gains and
imsses, both realized and unrealized, on investments in cebt and ecuitzy securities are
included in non-cperating income when earned.

Net patient service revenua. The Hospital has agreements with third-party payors that
provide paymenzs to the Hospital at amounts different from its established rates.
Inpatien: acute care services, swing bed services and outpatient services rendered to
Medicare program beneficiaries are reimbursed at cost plus 1% (subject to limits and
rules), while other outpatient laboratory services are reimbursed on a fee schedule.
The Hospital is reimbursed for cost reimbursable items at a tentative rate with final
sett_ement determined after submission of annual cost reports by the Hospital and
audits thereof by the Medicare fiscal intermediary. The Hospital’s Medicare cost



JBCKSON PARTISH HOSPITAT

NOTES TO FINANCIAL STATEMENTS SEPTEMBER 30, 2010 and 2009

NOTE 1: DESCRIPTICN OF REPORTING ENTITY AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (cont)

reports have been settled by the Mediceare fiscal intermecdiary through September 30,
2008.

Inpatient services rendered to Medicaid program bheneficiaries are reimbursed at
prospectively determined rates per day. Certain cutpatient services to Medicaid
program beneficiaries are reimbursed at cest plus 10%, subject to certain limits,
while other outpatient services are reimbursed on a fee schedule. The Hospital is
reimbursed for outpatient services at an interim rate with final settlement
determined after submission of annual cost reports by the Hospital and audits thereof
by the Medicaid fiscal intermediary. The Hospital’s Medicaid cost reports have been
settled by the Medica:d fiscal intermediary through September 30, 2008.

The Hospital has entered into payment arrangsments with certain commercial insurance
carriers, health maintenance organizations, and preferred provider organizations. The
basis for payment to the Hospital under these agreements includes prospectively
determined rates per discharge, discounts from established charges, and prospectively
determined rates. To the exteni management’s estimate differs from actual results, the
differences will be used to adjust income in the period when such cdifferences arise.

NOTE 2: MAJOR SOURCE OF REVENUE

The Hospital participates in the Medicare and Medicaid programs as a provider of
medical services to program beneficiaries. The Hospital derived approximately 53% and
36% of its gross patient service revenue in 2010 and 2009, respectively, froa

patients covered by the Medicare and Medicaid programs. Included in net patient
service revenues for 2010 and 2009, is additional reimbursement for Medicaid
Uncompensated Care Bdjustments of $1,045,028 and $1,145, 995, respectively.

NOTE 3: PROPERTY, PLANT AND EQUIPMENT

Property, plant and eguipment, by major category, is as follows at September 30, 2010:

Asset life Beginning Ending

in years Balance Additions Deletions Balance
Land $ 28,800 $ - 5§ -3 28, 200
Land improvements E ~ 25 204,698 - - 204,698
Building 10 - 40 2,589,111 393,268 - 2,982,379
Fixed equipment & — 25 3,499,073 72,902 - 3,571,975
Movable ecguipment 5 - 25 2,500,714 56,475 - 2,557,189
Automechbile 5 19,341 = = 19,341
Total cost B,841,837 522,645 - 9,364,482
Less accumulated depreciation [5,494,121) (461,701 - {5,655,822)

5 3,408,660

Depreciation expense for the years ended September 30, 2010 and 2009% amounted to
5461,701 and 5352,928 respectively. Amortization expense for bond issue cost for the
years ended September 20, 2C10 and 2009 was $1,500 and $1,250, respectively.

Net Property, Plant and ZSquipment $3,347,716 S 60,044 5
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JACKSON PARISH HOSPITAL

NOTES TO FINANCIAL, STATEMENTS SEPTEMBER 30, 2010 and 2009

NOTE 4: IONG-TERM DEBT

iong-term debt al September 30, 2010 and 2009, ccnsisted of the following:

2010 2063

Certificates of indebtedness, dated December 4, 2C08,

in the amount cf $2,500,000 with an interest rate of

4.375% maturing serially on Februrary 1 of each year

beginning in 2013, with interest payable on

February 1 and Augqust 1 of each year, with the

final maturity February 1, 2018 $ 2,268,000 $ 1.307,000
Total long-term debt 2,268,000 1,307,000
Less current portion 242,000 232,000
Long-term portion £ 2,026,000 5 1,075,000

Under the terms of the Necte Indentures, the Hospital is required to maintain certain
deposits with a trustee. Such deposits are included with assets limited as to use in
the financial stalkemenls.

& summary of long-term debt activity for the year ended is as follows:

Beginning Ending
Balance Additions Reductions Balance

General cbligaticn issue 2008 $1,307,000 § 1,193,000 $ 232,000 $ 2,268,000

Total $1,307.000 S 1,193,000 $ 232,000 $ 2,268,000
Balance due within one year:
2010 2009
General chligation issue 2008 3 242,000 ] 232,000

Scheduled repayments on long-term debt are as follcws:

Principal Interest Total

2011 . $§ 242,000 L4 93, 931 s 335,931
2012 253,000 83,103 336,103
2013 264,000 71,794 335,724
2014 276,000 59,981 335, %81
2015 288, 000 47,644 335,644
Thereafter § 09£5,000 £ 63,241 g 1,008,241

Total 52!2635000 5 415,694 S 2,687,694




JACKSON PARTSH HOSPITAT,

NOTES TO FINANCIAT, STATEMENTS SEPTEMBER 30, 2010 and 2009

NOTE 5: ASSETS LIMITED AS TO USE

The composition of assets limited as to use at September 30, 2010 and 2309, is set
forth in the following table.

Cash

2010 2009
By board for capital improvements $ 5,182 5 5,104
By Bond indenture JE€2,684 7,044

768,068 S 12,148

Investment income and gains on assets limired as to use, cash eguivalents, and other
investnents are comprised of the following for the years ending September 30, 2010 and

2009:
2316 2009

Income:
Interest income s 78 3 170

NOTE _6: CASH FLOWS SUPPLEMENTAL INFORMATION

Total interest paid by the Hospital was $84,077 and $13,551, for 2010 arnd 2009,
respectively.

NOTE 7: CONCENTRATIONS OF CREDIT RISK

The Hospital grants credit without cellateral to its patients, most of whom are local
residents and are iasured under third-party payor agreements. The mix of receivables
{net of allowances) from patients and third-party payors at September 30, 2010 and
20098, are as follows:

2010 2000

Medicare 17% 16%
Mediceid 16 11
Commercial and other third-party payors D 73
100% 100%

NOTE_8: FENSION PLAN

The Hospital sponsors a defined contribution plan. " The Plan Administrator is the
Buman Resources Director., Eligibility reguirements are one year of employment and
attaining the age of 21. Vesting is 50% at 3 years of service, 75% at { years and
100% at 5 years. The Flan's coverage includes death, disability and retirement
benefits. The Hospital may amend the Plan at any time at its’ sole discretion.
However, nc amendment may result in any participant’s vested interest or any portion
of the Plan's assets reverting back to the Kospital. The Hospital contributes 1% for
all eligible employees. It will match up to 4% of employee salaries, if the employee
also contributes 4%. The Hospital contributed $5194,904 and $1539,362 for the years
ended September 30, 2010 and 2009, respectively.

-11-
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JACKSON PARISH HOSPITAL

NOTES TO FINANCIAT STATEMENTS SEPTEMBER. 30, 2010 and 2009

NOTE 8: UNCCMPENSATED CARE

The Hospital receives a disproportionalte share paymen:t for unccmpensated care. This
payment is based upon es:-irmated uncompensated care cost and is sukject to audit by the
Louisiana Department of Eealth and Hospltals, Coverage for uncomgensated care is
based on the State's fiscal year.

NOTE 10: FATR VALUE OF FIMANCIAL INSTRUMENTS

The following methods and assumptions were used by the Hospital in estimating the fair
value of its firancial irnstruments:

Cash and cash equivalents: The carrying amount reported in the balance
sheet for cash snd cash equivalents approximates ‘ts fair value.

Investments: Fair values, which are the amounts reported ir the balance
sheet, are based on guoted market prices feor similar securities.

Assets limited as to use: These assets conslst primarily cf cash and
short-term iaves:iments and interest receivable. The carrying amcunt
reported in the balance shee. is fair value.

Accounts paeyable and accrucd expenses: The carrying amount reported in the
balance sheet for accounts payapie and zccrued expenses approXimates its
fair value.

Estimated third-party payor settlements: The carrying amount reported in
the balance sheet for estimated third-party payor settlements approximates
its fair valus.

Long-term debt:; Fair values of the Heospital's revenue notes are based on
current traded velue. The fair value of the Hospital's remaining Zong-term
debt 1s estimated using discounted cash fiow analyses, bzsed on the
Hospital's current incremental borrowing rates for similar types of
borrowing arrangements.

The cerrying ampunts and fair values of the EHospital's financial instruments at
September 30, 2010 and 2009, are as follows:

2010 20209
Carrying Carrying
Amount Fair Value Amount Talr Value
Cash and cash eguivalents § 1,049,111 § 1,049,111 $ 432,750 5 432,750
Accounts payable and
accrued expenses $ 1,118,706 $ 1,128,706 $ 803,624 $ 803,624
Estimated receiveble from
third party payors $ 1,023,152 8 1,023,252 5 274,564 $ 274,564
Estimated third-party
payor settlsments 5 - 5 - $ 22,661 $ 22,661
Loag~term debt 5 2,268,000 $ 2,268,000 $1,307,000 51,307,000

...12_



JACKSON PARISH HOSPITAL

NOTES TO FINAMCIAL STATEMENTS SEPTEMBER 30, 2010 and 2009
NMOTE 11: BANK DEPOSITS AMD INVESTMENTS

State srtatutes authorize the Eospital te invest in obligations of the U.S. Treasury,
certificates or other obligations of the United States of America, and time
certificates of deposit of state banks organized under the laws of Louisiana and
national banks having the principsl office in the State of Louisiana. At September 30,
2010 and 2009, the Hospital had bank balances as fcllows:

20310 20089
Irsured (FDIC) 8 250,080 5250,0C0
Cpllateralized Ly securities held by :zhe
pledging financial institution's trust departmentc
in the Hospital's name 3,138,954 1,000,000
Total 83,389,074 S$1,250,000
Carrying Vzlue 81,118,655 5 558,650

NOTE 12: PROFESSIONAL LIABILITY RISK

The Hospital participates in the Lonlsiana Patient’s Compensatioen Fund (PCFE)
established by the State of Loulsiana to provide medical professional liability
coverage 0o health care providers. The PCF provides for $400,000 in coverage per
ccecurrence above the first 5100,09C per cccurrence for which the Eospital is at risk.
The PCF places ne limitation on the number of pcourrences covered., In connection with
the establishment of the PCF's, the S:tate of Louisiana enacted legislation limiting the
amcunt of settlement for professicnal liability to $500,000 per occurrence.

The courts have not tes:ted the constitutiecnality of this legislation, altheugh the
Louisiana SBupreme Court has decided that this limit does not apply in cases of strict
liability. The Hospitel’s membership in the Louisiznz Bospital Association Trust Fund
provides additiconal coverage for professional medical malpractice liability. The trust
fund bills members in sdvance based upon an estimate of their exposure. Ac policy
year-end, premiums are re-determined ctilizing actual losses of the Hospital.

NQIE 13: CRITICAT, ACCESS STATUS

Effective Novemker 1, 2004, Jackson Parish Hespital was approved for “critical access”
status under the Medicare Rural Hospital Flexibility Program., The program allows
states to designate rural facilities as “critical access hespitals” if they are located
2 sufficient distance from other hospitals, make available 24-hcur emergency care,
maintain no more than 25 inpatient beds, and keep inpatients nc langer than %6 hours
(except where weather or emergency conditions dictate, or a Peer Review Organization
waives the limit}). Payment for inpatient and outpatient services under this program is
on the basis of reascnable cost.

~13-
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JACKSON PARISH HOSPITAT

NOT FINANCIAT, S MENTS SEETEMAER 30, 2010 _and 2009

NOTE 14: COMPENSATED ABSENCES

Full time employees earn accrued time off (ATO) based on years cof service, part time
empleyees accrue ATO on a pro-rated basis based on years of service. All ATO kalances
will be paid upon termination. Sick pay is not vested and therefore rot accrued. The
Hospital’s poliecy is to recognize the cost of sick pay when actually paid to empicyses.
Bccrued time off, which is included in accrued salaries and related withholdings, at
September 30, 2010 and 2009 totaled $294,709 and $263,141, respectively.

NOTE 15: OPERATIKG LEASES

The Hospital lezses varicus equipment under operating leases expiring et various dates
through 2014. Total rental expense for the years ended September 30, 2010 and 2009 for
all operating leases was approximately $46€5,660 and $4B1, 700, respectively. The
following is a schedule by year of future minimum lease payments under operating leases
zhat have initial or remaining lease terms in excess of one year:

Years ending Septembear 30, Arount
2011 § 2,772,308
2012 2,772,308
2013 2,772,308
2014 2,772,308
Total $1.,089,232
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JACKSON PARISH HOSPITATL

SCHEDULES OF PATIENT SERVICE REVENUES YTEAR ENDED SEPTEMBER 30,

2010 2009

INPATIENT SERVICE REVENUES

Daily Patient Services:

Room and Board ] 1,381,319 g i,654, 9586
Tota- 1,381,319 1,654,986
Other Nursing Services:
Operating room 114,772 11,951
Central supplies 991,121 1,388,612
Emergency service 503, 867 329,527
Total 1,605,860 1,740,090
Other Professional Services:
Respiratory 1,608,781 2,0B3,675
Anesthesiclogy 12,720 14,474
Labhoratory 1,542,232 1,396,020
Therapy services 34,398 78,117
3lood loe, 128 76,059
Radiology 1,756,211 2,038,037
Fharmacy 3,183,744 2,995,135
Tetal B,247,2¢r4 8,681,514
TOTAL INPATIENT SERVICE REVENUE 11,238,443 12,076,590
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JACKSON PARISH HOSPITAL

SCHEDULES OF PATIENT SERVICE REVENUES

YEAR ENDED SEPTEMBER 30,

2010 2006
OUTPATIENT SERVICE REVENUES
Other Nursing Services:
Operating roocm 53,342 132,742
Central supplies 328,757 241,201
Emergency service 2,688,667 2,347,868
Totzl 3,070,766 2,722,811
Other Professional Services:
Respiratory 482,239 528,517
Anesthesiology 6,101 59,042
Laboratory 3,505,462 2,832,534
Bipcd 17,592 17,343
Radiology 3,817,490 4,015,734
Pharmacy 1,152,611 1,049,191
Total 6,979,485 8,492, 767
TOTAL OUPATIENT SERVICE REVENUE 12,050,261 11,224,578
GROSS PATIENT SERVICE REVENUER 23,288,704 23,291, 168
Less Contractual Adjustments 12,189,635 131,134,732
Net Patiert Service Revenue before Uncompensated Care 11,098,669 12,156,436
Medicaid Uncompensated Care 1,045,028 1,149,995
NET PATIENT SERVICE REVENUE S 12,144,697 13,306,431
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JACKSCN PARISH HOSPITAL

SCHEDULES COF CTHER OPERATING REVENUES

YEAR ENDED SEFPTEMBER 30,

OTHER OPERATING REVENUES

Physicians offices
Clinics
Cafeteria and vending sales
Medical recorcs
Cther
Total

201Q 2009
$ 1,551,961 S 1,242,588
1,582,952 1,113,845
31,952 32,172
- 47
53,126 92,208
5 3,20, 201 g 2,480,881
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JACKSON PARISH HOSPITAL

SCHEDULES DF PROFESSIONAL SERVICES YEAR ENDED SEPTEMBER 30,

2010 2009

Salaries and Fees:

Nursing 5 1,63%,838 8 1,700,858
Respiratory 541,648 478,856
Operating room 4,107 20,042
Emergency room 1,395,014 1,135,706
Laboratory 723,292 743,174
Radiology 339,144 533, 205
Pharmacy 151,962 166,762
Anesthesziology 40,470 30,900
Cen=ral supply 49,048 55,526
Clinies 1,668,731 1,655,481

Total Salaries and Fees 6,787,254 6,529,510

Supplies ahd Other Zxpenses:

Nursing 435, 9500 396,239
Respiratory 41,461 83,161
Operating room 16,038 25,881
Imergengy room 36,311 115,724
Laboratory 504,765 355,679
Radiology ' 353, 686 394,552
Pharmarcy 74,119 680,965
Anesthesio’ogy 10,37 18,928
Cencral supply 4,083 2,305
Blood 67,91¢ 52,103
Clinics {359) 33,949

Total Supplies and Other Experses 2,284,237 2,369,486

9,081,431 g 8,898, 996

aid

Total Professioral Serivces
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JACKSON PARISH HOSPITAL

SCHEDULES OF GENERAL AND ADMINISTRATIVE

YEAR ENDED SEPTEMBER 30,

v Salaries and Fees:

Administrative
Maintenance
Eousekeeping
Madical records
Dietary
Total Salaries arc¢ Fees

Administrative
Maintenance
Housekeeping
Medical records
Dietary

Total Supplies and Other Expenses

Total Gereral and Administrative Scrvices

- 19 -

2010 2008
§ 727,3C8 535, 695
238,685 243,286
180,142 270,674
140,375 127,586
177,325 168,735
1,463,845 1,305 976
2,504,345 2,072,654
326,728 465,736
131,740 103, 208
48, 944 36,058
123,727 121,187
3,135,484 2,768,843
$ 4,598,329 4,104,818
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JACKSON PARISH HOSPITAL

SCHEDULE O GOVERNING BOARD EXPENSES YEAR ENDED SEPTEMBER 30,
2010 : 2009

NUMBER OF NUMBER OF

MEETINGS MEETINGS

ATTENDZD COMPZNSATION ATTENDED COMPENSATION
Barbara Johns a 5 320 10 400
lodd Culpepper 13 - 12 -
Fannie Williams 10 - 8 -
Claudean Cartwright 11 - 9 -
Lonnie Menzina 3 - 6 -
Larry Ayres 0 - 3 -
Debra Jackson 6 24D 8 320
Sean Disotell g - 6 -
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LANGLINAIS
BROLISSARD &
KOHLENBERG

A Carporstian of Certiied Publin Accountenis

Gien P. Langlingis, C.P.A.

Michael P. Broussard, C.P.A.

Lhrie A. Kohienberg, C.PA., M.B.A., M.HLA.
Saylta L. Falron, C.P.A.

Patrick M. Guidry, C.P.A.
Asghiey . Breaux, C.P.A.
Jopathan P Primeaux, C.P.A., 81.8.A.

REPORT ON COMELIANCE AND ON INTERMAL CONTROL CVER FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCTIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERMMENT AUDITING STANDARDS

Board of Commissioners

Jackscn Parish Fospital
Hospital Serxvice District No. 1
Parish of Jackson

Jonesboro, Louisiana

We have audited the financial Sstatements of Jackson Parish Hosgpitzl, Serwvice District No.l,
dba Jackson Parish Hospital (the Hozpital), a component unit of the Jackson Parish Police
Jury, State of Louisiana, as of and for the years erded September 30, 2010 and 2009, and have

issued our report thereon dated March 25, 2011.

We conducted ctr audit irn accozdance with generally accepted azuditing standards of the United
States and the standards applicable to finaneial aundits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

THTERNAL CONTROL QOVER FINANCIAL REPORTING

In planping and performing our audit of the financial statements of the hospital as of and
for the year ended September 30, 2010 and 2003, In accordance with auditing standards
geterally accepted :in the [nited States of America, we considered the Hospital’s internal
control over financial reporting (internal control) as a basis for designing our auditing
procecdures for the purpose of expressing ocur opinions on the financial statements, but not
for the purpese of expressing an opinion on the effectiveness of the llospital’s internal
contrcl. Acccrd'ingly, we do not express an opinion or the effectiveness of the Hospital’s

internal control.

our consideration of internal coatrol was for the limited purpose describad in the preceding
paragraph and was not designed to ldentify all deiiciencies in intermal contrel the: might he
significant deficiencies 'or material weaxnesses and therefore there can be no assurance that
all such deficiencies have been identified. Hewever, as discussed below, we ildentified
certain deficiencies in intermal control that we consider to be material weaknesses and other

deficiencies that we consider to be significant deficiencies.

A deflciency in internal control exists when the design or operation of a contxoir does not
2llow manacement or employees, inr the nozma: course of performing their assigned frnctions,
to prevent, or detect .and correct misstatements on & timely basis. A material weakness is a
deficiercy, or compination of deficiencies in intermal contrel, such that there iz a
reascnable possibility that a material misstatement of the entity’s financial statements will
not be prevepted, cr Setected and corrected onm a timely basis. We consider a3l)l deficiencies
described in *he accompanying ™“Schedule of Findings and Questiomed Costs and Management’s

Corrective Actiecn Plan” to be material weaknesses.

A significant deficiency is a deficiency, or a combination c¢f deficiencies, in imternal
gontrol that is less severs than a material wesakness, yet jmportant enough to merit attextion
by those ct arged with govermance. We consider zll deficiencies described in the accompanying
“Schedule of Findings and Questioned Costs and Management’s Corrective Acticn Pian” tc be

significant deficiencies.

2419 Veterans Memorial Drive = PO, Box 1123 » Abbeville, Louisiana 70511-1123 = Telephone (337) 893-6232 = Fox (337) 893-6249




COMPLIANCE

As part of obtaining reasomable assurance about whethez the Hospital's financial statements
are Iree of meterial misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grazts, noncompliance with which could have =z
direct and material effect on the determination of fipancial stztement amcunts. However,
providing an opinion on ¢ompliance with those provisions was not an objective of our audit
and, azccordingly, we do not express such an opinien. The results of our tests disclosed “wo
instances of noncompliance that are required to be reported under Government Auditing

Standards.

The hospital’s resporses to the findings identifled in cur audit are described in the
accompanying Schednle of Findings ard Questionad Costs and Management’s Corrective Action
Pian. We did not audit the Hospital’s responses and, accordingly, we express no opinion on

it.

This report is intended for the information of the Fospital Service Jistrict No. 1 Parish of
Jackson and the Legislative Auditor of the State of Louisiana and is not intended to be and

.should not be used by anyone other than these specified parties.

We acknowledge with.appreciation the courtesies extended our represcatatives during the audiz.

Sincerely,

LANGLINATS BROUSSARD & KUHILENBERG
{A Corporaticrn of Certified Public Accountants)

March 29, 2011
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HOSPITAL SERVICE DISTRICT NQ. 1
DEA JACRSON PARISH HOSPITAL
PARISH OF JACKSON
JONESBORC, LOUISIANA

BCHEDULE OF FINDINGCSE AND QUESTIONED COSTS AND MANAGEMENT' S CORRECTIVE ACTION PLAN
For the year endad September 30, 2010

We have audited the firancial statements of Jackson Parish Hospltal, Service District Keo. 1,
dba Jackson Parish Hospital (the Hospital), a component unit of the Jackson Parish Police
Jury, S:tate of Louisiana, a&s of and for the years cnded September 30, 2010 and 2009, and have
issued our repcrt thereon dated March 28, 2011, We conducted our audit in accordance with
gererally accepted auditing standards and the standards applicable to financial acdits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States, and the provisicns of OMB Circular A-133. Our zudits of the financial statements as
of Septerber 30, 2010 and 2002 resulted irn ungualified gpinicns.

Section I: Suommary of Auditor’s Reports

A. Report on Internal Control and Compliance Material to the Financial Statements:

Irternal Control

Material Weaknesses: Yas
Significant Deficiencics: Yas
Compliance

Corpliance Material to Finarcizl Statements Yes

Section II: Fipancial Statement Fipdings

A — Issues of Noncomplianca

Finding 2010-1 Payment for Non-Services

Condition and Criteria: The Hospital distributed gif: zards to its employses.

Effect: The hospital may not be in compliance with Leuisiana law, including, but not limited
to, LA R.5. 42.31111.

Recommendation: We recommend that the hospital consult with their atteorney tec determine if
they are in compliance with Louisiana statutes regarding the gifit carzds.

Management Response: We have consulted with counsel. BAnd, given the historical centext,
inciuding the intent of the Board of Commlssioners, wa believe that dehit cards saoule
preperly be classified as a part of our Hospital’s earned benefit policy. In order to best

address this issue, we have had the attached formal resolution prepared and will be
recommending to the Board that it be adopted at its next regularly scheduled meeting.

B- Significant Deficiencies

Finding 2010-2 Financial Statement Preparation

Condition and Criteria: The Hospital zelies on its outside auditeors to assist im the
preparatior of external financial statements and related diaclosures. Under U.5. gencrally
acceplted auditing principles, outside auditors cannct be considered part of the Hospital=s
internal controi structure, and, because of limitaticns of the Hospitals=s small accousting
staff, the design cf the

Hospital=s internal contrscl structure does not otherwise incivde precedures to prevent or
detest a material misstaztemert in the external financial s*tatements.

Effect: This condition represents a material weakness in the Hospital’s internal control
system,
Recommendatien: The hospital’s accounrting perscnnel should continue to attend education

courses to Zurther their knowledge i» the application of Generally BAccepted Accounting
23



Principles. The hospital should elsc consider outscurcing the preparation of its financials
to its irdependent auditors ancd careful’ly review the drafr financial statements and notes
prior to approving them and accepting responsibility for their contents and presentation.

Management Response: Management recognized that it is unable to cost effectively cmploy the
staffing needed to satisfy this material weakness. Furthermore, Hospital accounting
perscnnel will continue to attend continued education events and the CFO is & member of the
Eealthcare Financial Management Association.

Finding 2010-3 Segregation of Duties

Condition and Criteria: The hospital has several emploYees whose duties are not seqregated.

Effect: This condition represents a material weakness in the Hospital’s internal rcontrol
system,

Recommendation: The authorization, recording, and reconciliation of transactions and
decisions and the custody of assets related to those transactions and decisions should he

segregated.

Nanagement Respense: Management recognizes that it is unable to cost effectively segregate
duties with the number of emp.oyees available. We have implemenced new pclicies and
restructured certain areas te enhance accounting controls. To minimize risk, maragement
supervises and reviews activities on a regular basis.

Finding 2010-4 Dalayed Charges

Condition and Criteria: Postponed codlng of medical recards charts lead to an estimated 51.2
nillion dollars in uncharged services at yeaxz end.

Effeck: Services that are not charged promptly may result in an increased amount of accounts
receivable write-offs leading to large losses for the hospital, This representa a material
weakness in the hospital’s internal conzrol system,

Recommendation: The hespital should sat a policy requiring charts to be coded within a
certain number of days after patient discharge. Management should moniter the amount of time
between patienz discharge, medical recerd coding, billirg and collections of patient charges.
Management should alsc consider increasing staff or outsocurcing a portion of the coding
functicn to contracted veadors.

Management Raspconge: Management has addressed this issue by hiring another Medical Records
Coder, As recommnended, a policy requiring charts to be coded within an average of five (5)
business davs after patient discharge has been set. Also, management has filled the
business pffice manager’s position with a four year degreed acepuntant who has implemented
processes to monitor the amount of time it takes from time of service to the collection of
patient charges. ({The business ¢fficer manager’s Dbosition has been opsn for cver two years)

Finding 2010-5 Unbilled Sarvices

Condition and Criteria: A large porzion of charges for inpatient physician services
[doator’s rounds) were not billed.

Effact: Services that axe not billled promptly may result in the unde-statement of receivables
and revennes as well egs result in decreased collections ard ircreased losges for the
hospital. This represents a material weakness in the hospital’s internal c¢ontrel system.

Recommendation: Frequent audits of medical records and billing should be performed by
management in order to detect missed charges. Management should monitor the amount of time
between patient discharge, medical record coding, billing znd colleczions of patient charges.
Managcment should also consider increasing staff or outsourcing a porcion of the billing
function to contracted vendors.

Management Response: Management, since the fiscal year end, has resolved the inpatient
physicien rounds issue. With the addition of the new Business Office Manager and the
assistance of orher office personnel, physician round charges are now curreni ang
charged/billed on a regular basis. Audits will be performed mors frequently to assure that
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all services provided are billed appropriately and mansgement will monitor time frames from
patiert discharge -c the collection of patient charges.

Finding 2010-6 Billing

Condition and Criteria: Bills for services are neot being processed in a timely fashion.

Effect: The age of acuounts receivables krave increased when compared to prior years.

Services that are not billed promptly may result in the understatement of receivables and
revenues as well as resuclt in decreased collections and increased losses for the hosgizal.
The time beiween patient discharge date and billing date should be kept at a minimum; as this
period increases, the risk for leoss increases., Delayed billing can lead to non-reimbursed
services including accounts receivable write-offs and untimely filing denials. This
represents a material weakness in the hospital’s internal control syster.

Recommendation: The hospita’l should set a peolicy reguiring patient billing to be completed a
certain numrker of days after patient dischazge. Managcment should monitor the amount of time
between patient discharge, medical record coding, billing and cellections of patient charges.
Management should also consider increasing staff or outsourcing e portion of the billing
function to contracted vendors.

Management Reaponse: Marnigement nas addressed this issue and a policy will ke set to require
patient billing to be completed within an average of fifteen (15) business days after patient
discherge. Management is coniident we can achieve an acceptable turnaround of patient
irsurance billing without the addition and/or ocutsourcing te¢ contracted vendors. With the
“full” use of the hospital’s billing software, 95% of patient insurance billing can be done

electronically.

Pinding 2010-7 Cash Reconciliation

Condition and Criteria: A monthly journal entry tc cash is made to account for timing
differences between deposits made and general ledger recording. The timing difference is not
reconciled to specific outstanding transactions.

Effect: Reconcilirng journal entxzies to cash that are gereral in nature can lead to an
increased risk of material misstatemert and an increased risk of fraud. This represents a
material weakness in the hospital’s internal control systemn.

Racommendation: Recenclling items to any account, especially cash accounts, should be
detailed in nature and easily traceable to specific transactions.

Management Response: Management has addressed this issue and the reconciling items to any
account will »e detailed in nature and easily traceable to specific transcations.

Section III: Management Letter Items

There are no management letter items at September 30, 2010,



HOSPITAL SERVICE DISTRICT NO. 1
DBA JACKSON PARISH HOSPITAL
PARISHE OF JACKSON
JONESBORO, LOUISTANA

SCHEDULE OF PRICR YEAR FINDINGS
For the Year Endesd September 30, 2010

Finding 2009-1 Financial Statemant Preparation: The Hospital relies on its outside auditors
tec assist in the preparation 9f external firancial statements and related disclosures. Under
U.8. generally accepted auditing principles, outside auditors cannot be considered part of
the Eospital=s internal control structure, and, because of limitaticas of the Hespltal=s
small accounting steff, the design of the Hospital=s internal control structure does not
otherwise include procedures to prevent or detect & matexial misstatement in the external
finarcial statements.

Status: Unresolved, See Finding 2010-2.

Finding 2009-2 Segregation of Duties: The hospital has several employees whose duties are not
seqregated.

Btatus: Unresclved. See Finding 2010-3.

Finding 3009-3 Matching of Purchase Orders to Invoices: Purchase orders are issued by the
personnel in central supply when ordering supplies or services. Upon receipt of the supplies,
central supply persornel check off the purchase order items receilved in the computer system.
Wken the invoices for these supplies and services are rececived by the accounts payable
department, ihey are not being checked tec the purchase orders.

Status: Resolved.
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Jackson Parish Hospital "Partners of Life"
165 Beech Springs Road . Janesboro, Louisiana 71251. Telephone 318-259-4435
An Affiiate of St Francis Medical Conter www.jacksonparishhospitai.cor

March 29, 2011

Mr. Steve J. Theriot, CPA
Legislative Auditor

State of Louisiana

P.O. Box 94397

Baton Rouge, LA 70804-9397

RE: Financial Statement Findings in the Audit Report for Fiscal Year Ending September 30, 2010

Dear Mr. Theriot:
In response to findings in the September 30, 2010 audit findings (attached), the following action has been taken:

Finding 2010-1 We have consulted with counsel. And, given the historical context, including the intent of
the Beard of Commissioners, we believe that debit cards should properly be classified as a
part of our Hospital's earned benefit policy. In order to best address this issue, we have had
the attached formal resolution prepared and will be recommending to the Board that it be
adaopted at it's next regularly scheduled meeting.

Finding 2010-2 Management recognizes that it is unable to cost cffectively employ the staffing needed to
satisfy this materia) weakness. Furthermore, Hospital accounting personnel will continue to
attend continued education events and the CFO is a member of the Healthcare Financial
Management Association.

Finding 2010-3 Management recognizes that it is unable 1o cost effectively sepregate duties with the
number of employees available, We have implemented new policies and restructured
certain areas to enhance accounting controls. To minimize risk, management supecrvises
and reviews activities on a regular basis.

Finding 2010-4  Management has addressed this issue by hiring another Medical Records Coder. As
recommended, a policy requiring charts to be coded within an average of five (5) business
days after patient discharge has been set. Also, management has filled the Business Office
Manager's position with a four (4) degreed accountant who has implemented processes to
monitor the amount of time that it takes from time of scrvice to the collection of patient
charges. (The business office manager's position had been open for over two years.)

Finding 2009-5 Management, since the fiscal year end, has resolved the inpatient physician rounds issue.
With the addition of the new Business Office Manager and the assistance of other office
personnel, physician round charges are now current and charged/billed on a regular basis.
Audits will be performed more frequently to assure that all services provided are billed
appropriately and Management will monitor time frames from patient discharge to the
collection of patient charges.
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' Finding 2009-6 Management has addressed this issuc and a policy will be set to require patient billing to be
completed within an average of fifteen (15) business days after patient discharge.
Management is confident that we can achieve an accepiable turn around of patient insurance
billing without the addition and/or outsourcing to contracted vendors. With the "full" use of
of the Hospital's billing sofiware, 95% of patient insurance billing can be done electronically.

Finding 2009-7 Management has addresszd this issue and the reconciling items to any account will be
detailed in nature and easily traceable to specific transactions.

if additional information is needed, please advise and it will be promptly submitted.

Sincerely,

David L. Sanders, CFQ
Cc:  Chris Kohlenberg, CPA, MBA
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